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[* man who started 

Dollar General bad only 

4 third grade education 

Now Dollar General wants to 


help others ¢ hanyge their lives 
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TO OUR SHAREHOLDERS 


As a result of our first public offering of common stock in 
December 1968, most of you are newcomers. We there- 
fore extend to you a hearty welcome to DOLLAR 
GENERAL CORPORATION! 


Your company operates toward one central goal: Profit- 
able Growth. Permit the record to speak for itself: Since 
our founding, we have achieved solid advances from year 
to year. To spotlight recent performance, however, we 
cite the fact that both sales and earnings have doubled 
since 1964. 


Our 1968 sales were $40,500,000, an increase of 28% over 
the $31,700,000 sales of 1967. Our 1968 earnings were 
$1,384,000, an increase of 37% over the $1,010,000 earned 
in 1967. 
How do we do it? A brief look at our background will be 
enlightening. | 
Our firm had humble beginnings as a family-owned busi- 
ness in 1939. Growth was a must, yet cost control was 
equally forcing. Every penny had to be used wisely in an 
expansion program to generate the maximum number of 
dollars for future growth. The influence of our past is 
obvious in our present expansion program: 
(a) A typical new store is opened in less than one week 
and is making a profit in less than two months. 
(b) A typical existing store will show a gain over the 
FINANCIAL HIGHLIGHTS previous year in both sales and profits. 
The following pages are designed to give you an overall 
= glimpse of our operation. Beyond anything they could 
CENT possibly reflect, however, is management's keen enthu- 


INCREASI siasm for the past, present, and future achievements of 
3 Sk 
NET SALES $40,500,000 $31,700,000 28% DOLLAR GENERAL CORPORATION: 


NET INCOMI 1384000 1,010,000 37% Cal Turner Cal Turner, Jr. 
President Executive Vice President 
NET INCOMI 


PER SHARI | 1.01 I te pects tel (bt Viner, Se 
o 














SERVING OTHERS! 





Iie: 


Dollar General 
operated toward 
OT Mea seme 

Profitable Growth. 


Sales were $40.5 
million, an increase 
of 28 percent from 
$31.7 million in 1967. 


A typical store’s 
annual sales were 
GH UU a ELL aT) 
$150,000. 


Dollar General 
operated 215 stores 
in 13 states. 


I ah 
Dollar General 
Store was 3,500 

square feet. 


Dollar General 
Stores were open 
Ranma 
least one night a 
Waa @ 


aU ag ee 
done in local 
newspapers, and 
on local radio and 
WATS eT Oe 
Di Te mm 
PARem TRY at Mgt 
special promotional 
a RO 
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Dollar General 
operated toward 


one central goal: 


Profitable Growth. 


Sales were $3.2 

TAL Pa mga 
of 22.6 percent from 
$2.6 billion in 1997. 


A typical store's 
annual sales were 


approximately 
me UIR 


Dollar General 
operated 3,687 
stores in 24 states. 


Ia 2 
Dollar General 
TAO, UUme 
Tae a 


Dollar General 
Stores were open 
Aa eae 
and many have 
extended evening 
Tie 


ag ee 
(our last circular 
AWM a SELLA 
December 1998) 
except to position 
a new store. 


ut implementing their strategy! 


t, we believe we now have the best 
erowth” outlined in our very first annual report. 


tegy, because every full-time Dollar General employee 


any performance. The results of our employees’ work 


-reased 22.6 percent to $3.2 billion. 


s were relocated. 


2 company. We cannot resist “humbly bragging” about 


ber share growth (31.8 percent). 


() years, and today, I am still honored to share this page 
ness of Dollar General has changed over the years, the 

belief in and respect for-hard work; a determination to 
stomers and to “run a business like a church!” 


f our well-established, well-understood values. Having 
nily proud! 


FINANCIAL HIGHLIGHTS 


Percent 


1998 1997 Increase 


SALES 
INCOME 


$3,220,989,000 $2,627,325,000 


$182,033,000 NIC CRs R UY 


STORES Ale 3,169 


for our shareholders 
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FINANCIAL HIGHLIGHTS 


NET SALES 
NET INCOME 


NET INCOME 
PER SHARE 1.38 


1,384,000 





$40,500,000 $31,700,000 28% 
1,010,000 





IN ive. 


Dollar General had 
approximately 
PUTT cae 


About 50 percent of 
Dollar General’s 
retail sales were 

first-quality close- 

outs and irregular 
GReTL 


Merchandise in 
Dollar General 
OU ee 
on the even dollar. 
Sales were in mul- 
tiples of a dollar 
and most items 
sold for $10 or less. 


Dollar General 
operated one 


The rata nea teste AT 
PER glimy Scottsville, 
CENT possi 
INCREASE sias Kentucky. 
DOL 
Oo Cal Tul 
37% Presid 
In 1968, 


100 shares of 
Dollar General 
stock was valued 
at $1,650. 


SERVING 


Nie: 


Dollar General had 
approximately 
35,000 employees. 


In 1998, 97 percent 
of Dollar General's 
awe Tan 
first-run, quality 
merchandise. 


Merchandise in 
Dollar General 
em gaa 
on the even dollar. 
me) 
our 3,000 items 
were $1, and most 
items sold for $10 or 
less. 


Dollar General 
Oa tae a 
GER aA era Kerr | 
centers, with plans 
to open a seventh 

in 1999 and an 
eighth in 2000. 





eit Pm ater 
original 100 shares 
would total 19,071 
shares, worth 
$681,788 based on a 
market price of 
$35.75 per share. 


To Our Shareholders: 


This is our Company’s 30th annual report, and our first 
year as a Fortune 500. company! 


After 30 years of “being public,” shareholders might 
expect a mature annual report. Agreeing with that, we 
have chosen the theme of a Family Album—an album 
which reflects the maturity of revealing confessions of the 
past. 


Since our founding in 1939, we have matured dramatically 
from wholesaler 
> to entrepreneurial retailer 
> to opportunistic planner . 
+ toa company with a well-defined strategy. 


Well-defined strategy does not occur, however, without 
good management to. conceive and implement it. As Chief 
Executive Officer of your Company, I am honored to have 
you know that Dollar General has an extremely talented 
management team. Our strategy has been developed by 
them (not consultants!) and it is they who are excited about implementing their strategy! 








While it has taken time to reach this level of development, we believe we now have the best 
opportunity to realize “the one central goal of profitable growth” outlined in our very first annual report. 


We have broad-based and enthusiastic buy-in to this strategy, because every full-time Dollar General employee 
has an opportunity to earn a cash bonus based on Company performance. The results of our employees’ work 
in 1998 are noteworthy: | | 


e Same store sales increased by 8.3 percent; total sales increased 22.6 percent to $3.2 billion. 
e Net income increased 25.9 percent to $182 million. 
e A record 551 stores were opened and a record 251 stores were relocated. 


A great result of the year was our becoming a Fortune 500 company. We cannot resist “humbly bragging” about 
being number seven among the 500 in 10-year earnings per share growth (31.8 percent). 


Our message of “profitable growth” has not changed in 30 years, and today, I am still honored to share this page 
with our Company’s founder, Cal Turner. While the business of Dollar General has changed over the years, the 
fundamental values of our founders have not changed: a belief in and respect for-hard work; a determination to 
keep things simple; a resolve to stay in touch with our customers and to “run a business like a church!” 


Our management team assures you of the continuation of our well-established, well-understood values. Having 
them guarantees that future albums will make the DG family proud! 


Sincerely yours, FINANCIAL HIGHLIGHTS 
GE Weis je . iota 


Cal Turner, Jr. 


SALES $3,220,989,000 $2,627,325,000 
Chairman, President and CEO 


INCOME $182,033,000 Peco mee RU 


STORES 3,687 3,169 





A superior investment for our shareholders 


(1 1955, customers flocked to the opening of the first 
Dobler General §1 lore in Springfield, Nentucky. 
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Dollar Stores’ Unique Selling Style 
Works - we Million Times a Year 


ByROD WENZ 
Courier-Journal Business Editor 


SCOTTSVILLE, Ky. — “Irregular” is 
term you find stamped on a lot of 
merchandise at Dollar General Stores. 

It's also a term that applies pretty 
broadly to this unorthodox chain of some 
225 self-service discount stores that oper- 
ates in 10 Southern and three Mid-west- 
ern states 

Iun't $¢ irregular, for example, for a 
company that sold $40.1 million worth 
of merchandise to have headquarters in 
a community of 3,5007 

And isn’t it irregular for stores to 
package merchandise to sell only in ev- 
en-dollar amounts? 

Or to enter inte contracts that com- 
mit the company to purchase merchan- 
dise in unknown quantivies and unknown 
atylen? 

Dollar General Corp president Cal 
Turner freely admits that he subscribes 
to a variety of unorthodox business prac- 
tices 

Then he opens the company books to 

y that 
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|n 1975, direct-mail 
circulars were a part 
of our adver CISING, 
which abso included 


radio and television, 


SHOP YOUR NEAREST 
DOLLAR GENERAL STORE 
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1955 - 


1957 - 


1967 - 


1968 - 


J.L. Turner and Cal Turner 
co-founded J.L. Turner and 
Son, Wholesale. Their 

first year’s sales: $65,000. 


Turner’s Department Store, 
in Springfield, Ky., was 
converted to the first 
Dollar General Store with 
no item over $1. 


The company operated 29 
Dollar General stores; 
annual sales totaled $5 
million. 


Net income exceeded 
$1 million. 


With sales of more than 
$40 million and net income 
at $1.5 million, J].L. Turner 
and Son went public as 
Dollar General 


erg ergs tere 





Uae) 


eneurial Retailer 


The Turners started with junior department stores. 
Then a whole new genre of price point retailing 
was born in Springfield, Kentucky in 1955 — 
Dollar General Stores: 
“Dollar” because that was the only price in the 
whole store. ($1 is “the best price point God 
ever made!”) 
SSION: 
a retail 
t rid of the 
1erchandise 
er bought! 


“General” was used as an excuse 
to sell any doggone item they 
wanted to buy — kind of like the 
general store in the country 
where everything and anything 


was offered for sale! 


Back then, Dollar General stores offered 
factory seconds, overruns and anything else 
that could be bought for “less than value.” The 

product mix was determined by buying 
opportunities and the buying justified by saying: 
“Tf it’s bought right, it’s half sold.” The idea was 
that great buying equaled great selling. This 
opportunistic merchandising drove the 
Company’s growth for many years. More 


customers found bargains, as the Turners opened 


more stores to sell off their excessive inventories! 





for our shareholders 
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1970 - 
iN 7e 
(n 1955, customers flocked to the opening of the fest 
Dobler General Sr lore tn Spring fiold, Kentucky. 
VA 
1977 - 


(esting § 5, 000 each, JL. and 


J) Di / fn ig. fis / 
(/ae bought the(r first WAS EMOUSE 


in Scottsville, Nentucky 





Dollar General 

TO ee 
exceeded $50 million for 
the first time in history. 


The company purchased tts 
first computer, calling it 
i meee aE mee ae 


AW Atm tae ae iL 
office complex was built in 
Scottsville, Kentucky. 


Cal Turner, Jr. became 
president; Cal Turner 
became chairman. 


We acquired United Dollar 
Stores and doubled the 
number of distribution 
centers to two! 
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1939 - Wholesaler to 
1977 - Entrepreneurial Retailer 


The picture of a Dollar General Store some 40 The Turners started with junior department stores. 
years ago is revealing. Except for the “old cars,” Then a whole new genre of price point retailing 
the outside is a lot like one of-our stores today. was born in Springfield, Kentucky in 1955 — 


Dollar General Stores: 
We feel good about that. To us, it means that old- 
fashioned concepts such as hard work, keeping it 
simple and focusing on the customer, are 
unchanged. Yet, it would be a big 


mistake to think that our business CONFESSION: 


“Dollar” because that was the only price in the 
whole store. ($1 is “the best price point God 
ever made!”) 


“General” was used as an excuse 


methods are unchanged. Don't We needed a retail to sell any doggone item they 

let some plain old pictures fool : wanted to buy — kind of like the 

you! outlet to get rid of the Se ok ieee ee 
general store in the country 


wonderful merchandise where everything and anything 


Our Company was founded in was Offered for sale! 


1939 in Scottsville, Kentucky, where WE had over bought! 
a functionally illiterate farmer, J.L. 

Turner, and his son, Cal, bought a big brick 
building for half price. (The Turners would buy 
anything for half price!) Owning that building 
was the prime mover of these entrepreneurs, and 
presto! J. L. Turner & Son, Wholesale Notions 
and Hosiery was born! 


Back then, Dollar General stores offered 
factory seconds, overruns and anything else 
that could be bought for “less than value.” The 

product mix was determined by buying 
opportunities and the buying justified by saying: 
“If it’s bought right, it’s half sold.” The idea was 
that great buying equaled great selling. This 
opportunistic merchandising drove the 
Company’s growth for many years. More 
customers found bargains, as the Turners opened 
more stores to sell off their excessive inventories! 


Originally, the Turners didn’t choose to be 
retailers. However, their aggressive buying got 
them overstocked on merchandise which less 
ageressive retailers were unwilling to buy from 
them. In order to survive, they became 
wholesaler/retailers. Direct access to the final 
customer was essential when one had 


the habit of buying too much ba a) 


merchandise! 
have ef “| 
ees 
ai iN ra. 
Ie oN 
YY 3 : 


| |n our Company g early days, 
all store managers gathered 
for ‘store parties at the 


Jacksonian Motel in Scottsville, 





A superior investment for our shareholders 





Throughout the late 70s and 80s, 
Customers found, great value in the 


close-outs and rey ler merchandise, 
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FAMILY DISCOUNT STORES 
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WE ARE NOW DOLLAR 
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|n recognition of our commitment Co 

literacy, the C ampany was present ed with 
the Presidential Citation for Private Sector 
(nitiatoes in a Kose Garden ceremony 


at the W kite House. 





ie 


1981 - 


1983 - 


1984 - 


ee 


In its 40th year, Dollar 
General had nearly 700 
stores in 22 states, with net 
sales of more than $177 
million. 


The average Dollar General 
STL YA RLU ey ae 
Irregular and closeout soft 
goods were approximately 
half of our business. 


The Company acquired 280 
stores from the P.N. Hirsh 
Division of Interco, Inc. 


The Scottsville DC was 
expanded by 100,000 square 
Cam CUO gL 
towline conveyer system 
was installed. 


The Company acquired 206 
retail stores and a 
warehouse from Eagle 
Family Discount Stores, 
Inc., (a Division of Interco, 
Inc.) most of which were in 
Florida. 


r “4 2 : ‘ 
on . — ime ~ 
TT] =e 
bo 2 
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al Retailer to 
unistic Planner 


from the P.N. Hirsch division of InterCo, Inc. 
Fifteen months later, in February 1985, it 
also acquired a warehouse and 206 Eagle 
Family Discount Stores. 


These acquisitions achieved the 
SION: goal of aggressive growth. 
we knew 


doing... 
y didn't. 


Yet, the company’s 
infrastructure and 
management were 
inadequate. Financial results 
for 1986 gave the sad news of 
a 3 percent decline in sales and a 
76 percent decline in earnings! 


Dollar General Corporation was in a crisis 


and struggling. 


_——- 


7 / / 
/hr-oughout the 
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: Gus, the $7 Price 
ERAL STORES pont has been the 
| cornerSlone of 


providing value for 


oure Customers, 


for our shareholders 
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1985 - 


Initiatives like the 
“Management Resource 
Review Program,” and thie 
“Communicating for 
Productivity” program 
ata me mee 
laa Ua Oe Ue ee 


Dollar General’s executive 
offices moved from 
Scottsville to Nashville. 


During most of the first 
quarter of 1986, the Florida 
stores were served from our 
Arkansas Distribution 
OCG a peed EL 
disruptive procedure. Later, 
our second DC opened in 
Homerville, Georgia. 


Acquired Florida stores 
accounted for 14 percent of 
sales, but more than 30 
percent of our shrinkage. 


INTO MCL eae 
GED/Learn To Read 
program, making all of our 
stores a place where 

TIO ae 
connected with a local 

Pita ga MUR EPA LOL 
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1977 - Entrepreneurial Retailer to 
1987 - Opportunistic Planner 


After more than 30 years at the helm of 
Dollar General, Cal Turner appointed his 
son, Cal Turner, Jr., president in 1977, and 
with the support of his entrepreneurial 
father, Cal Jr. introduced strategic 
planning to the Company. 
In the past, the 
opportunistic 
merchandising 

strategy had never 

been subjected to long- 
term planning. Yet, the 
Turner entrepreneurial 
spirit resisted a complete adoption 


of the planning discipline. The result was 


an unusual hybrid attempt at both 
opportunistic and conventional retailing. 


The combination 
brought great financial 
success in the early 80s. 
Between 1981 and 1984, 
the Company averaged a 
23 percent increase in 
total revenues and 33 
percent increase in net 
income. Yet, as you may 
have heard, the seeds of 
failure are sown in 
success! 


Success had inspired 
management to seek 
further aggressive 
growth. A seemingly 
appropriate opportunity 
tempted the company, 
and in November 1983, 
it acquired 280 stores 


CONFESSION: 
We thought we knew 
what we were doing .. 
but we really didn't. 


om ENA RES] 


< 
oo SERVE VOURSELF 





from the P.N. Hirsch division of InterCo, Inc. 
Fifteen months later, in February 1985, it 
also acquired a warehouse and 206 Eagle 
Family Discount Stores. 


These acquisitions achieved the 
goal of aggressive growth. 
Yet, the company’s 
infrastructure and 
management were 
inadequate. Financial results 
for 1986 gave the sad news of 
ac ein decline in sales and a 
76 percent decline in earnings! 


_ Dollar General Corporation was in a crisis 
and struggling. 


[hroughout the 
YeUrs, the §7 price 
pont has been the 
cornerstone of 
providing value for 


gure Customers, 





A superior investment for our shareholders 
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Growth from new stores has always been mpor tant, 
Within one week of getting the keys to the building, 
we have anew Dollar General Stare gpened, 


ea nee er en CL UIE Neighborhood stores our customers 
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July 1993 lesue Volume 11, Number 6 
We're cashing in on new technology 
The third wave of new Omron cash reg- _— Scottsville through a simple phone 
isters has been shipped via UPS to eachof hook-up. Therefore, the employees Ps 
our stores. will have more time to focus on o 
“The installation of the Omron registers _ other things. “The elimination of g 
is a great step forward for Dollar General some of the paperwork will 
in utilizing technology to move toward the _ keep our folks out of the 5 
future,” said Tom Hartshorn, vice presi- stockroom and office and 
dent of operations. “Because of their fea- —_ on the sales floor stock- a 





tures. Omron cash registers help our store ing. recovenne and 







1988 - . In order to be more focused on 
Christinas selling, while 
delaying our annual inventory 
to a slower sales period, we 
moved our fiscal year-end 
from December 31 to January 
oy DB 


1989 - Dollar General celebrated its 
50th anniversary with 1,300 
stores in 23 states and more 
than 7,000 employees. 


UM ae) 


Planner to 
ic Planner 


the idea with the new management team, 
asking them to align their interest with the 
interest of shareholders. The result was an 
aggressive incentive stock option program 
which greatly motivated management 
performance. 


Quickly learned was the benefit of 
“sharing the cake with those 


SION: who helped bake it!” Between 
A $17 million oR eT od selling 1990 and 1993, the Company 
' ; averaged a 16.5 percent 
investinent in automated NANT. 


increase in total revenues and 
Cem sem mea a 
information systems was 
made with the objective of 
ed a eae) ee ke ae Pe 
eG CU e meeetee e ee eL 
inventory of more than $30 
TL TOrLe 


1990 - Advertising expense, including 
seven circulars, was lowered 
to 2 percent of sales. The 
Arkansas Distribution Center 
was closed. 


1991 - We inade a $9 million 
investment to double the size 
and enhance the automation 


systems of our Homerville DC. 


ROT ae Uae | 

in the DCs at a rate of 99.3 
percent. These higher quality 
STU ap ee ota 

ol RR Ca Lag eee et Od 
every 14 days. 


a 40.7 percent increase in net 
income. These dramatic results 
certainly eliminated any interest in selling 

the Company! 


Our success gave us the confidence to 
pursue growth again, and we began looking 
to new stores for double-digit revenue 
growth. (New stores generate a 40 percent 
cash-on-cash return in their first 12 months!) 


are of Qa fal of three to low. On a household income 
rf §25, 000 or less. 


More than 1,800 items sold for 
$1 or less in our stores. 


t for our shareholders 
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Growth prom NEW elOres has always been important, 
Within One week. of ge Cling the keys to the building, 
Wwe A AVE A HEW Dollar General Si tore gpened, 


Neighborhood stores fea fol NS 


We're cashing in o 


The third wave of new Omron cash reg- 
isters has been shipped via UPS to each of 
our stores. 

“The installation of the Omron registers _ other things. “The elim 
is a great step forward for Dollar General some of the paperwork 
in utilizing technology to move toward the keep our folks out of th 
future,” said Tom Hartshor, vice presi- stockroom and office ag 
dent of operations. “Because of their fea- on the sales floor stock 
tures, Omron cash registers help our store _—s ing. recovenne 


Scottsville through a si 
hook-up. Therefore, the 
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will have more time to @ 





1991 - 


1992 - 


ike 


We initiated the slogan 

7 (eer On OL met com eae 
which is the store’s 
commitment to have 
merchandise on display 
within 48 hours of receipt. 


Nebraska became the 24th 
state to join the DG family. 


We reduced Company circulars 
to five. 


We invested $7 million in 
automated cash registers and 
store ordering for all stores. 
We also invested $9 million to 
double the size and enhance 
the automation of our 
Homerville, Georgia DC. 


Promotions from within 
accounted for 30 percent of the 
management positions filled. 


The number of persons served 
through our GED/Learn to 
Read program had increased 
to more than 25,000. 


Dollar General exceeded sales 
of $1 billion. 


The Company opened the first 
TROP TEL ea 
Nashville’s Sam Levy public 
housing development. 


The Dollar General Literacy 
Foundation was founded. 


- 





1987 - Opportunistic Planner to 
1993 - Strategic Planner 


The results of 1986 demanded a significant the idea with the new management team, 

change in strategy and in management. asking them to align their interest with the 
interest of shareholders. The result was an 

Returning to its roots, the company focused aggressive incentive stock option program 

on survival. The values of our founders which greatly motivated management 

gave guidance: work hard, keep it simple, performance. 

and focus on the customer; also, our values 

became a powerful tool for the Quickly learned was the benefit of 

recruitment and the “sharing the cake with those 

development of CONFESSION: who helped bake it!” Between 

management. We considered selling 1990 and 1993, the Company 

averaged a 16.5 percent 

The Company the company. increase in total revenues and 

determined not to grow a 40.7 percent increase in net 

until it had a solid outside board, income. These dramatic results 

great management and a valid strategy for certainly eliminated any interest in selling 

long-term growth. The new management the Company! 

team, now located in Nashville, Tennessee, 

began to implement strategic planning with Our success gave us the confidence to 

earnest determination. pursue growth again, and we began looking 
to new stores for double-digit revenue 

The conventional retailing disciplines of growth. (New stores generate a 40 percent 

merchandise line reviews and plan-o-grams cash-on-cash return in their first 12 months!) 


were introduced. A determination to 
provide customers with true 
everyday low pricing resulted 
in the gradual and painful 
elimination of advertising. 
The lower advertising costs 
empowered lower prices, and 
great sales gains confirmed 
our customers’ approval! 


Yet the strain of change almost 
led to a very different version 
of Dollar General, as the 
founding family seriously 
considered selling the 
Company. In 1989, Cal Jr., 
torn by family conflicts, 
suggested to his father that 
they consider selling the 
Company in three years. 
Anticipating a possible sale of 
the Company, Cal Jr., shared Dur core customer hasn t changed — she is still taking 


care of a family of three to four on a household income 
of $25, 000 or bess, 
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Lessons of service are taught from 
the top down at Dollar General 


n 1993, Dollar General adopted [ eae 

new mission: serving atheve: 

“Those two simple words capture 

the spirit which is at the core of 
this company's corporate culture,” 
said chairman, president and ceo 
Cal Turner dr. 

Every year when I sit down to 
judge entnes in DISC (Discounters 
In Service to the Community)— 
DSN’s community service awards 
program, I am impressed with 
Dollar General's entry. It's only natural that the Southern 
retailer would adopt such a simple, yet meaningful mission 
Statement, 

Last month, I had the pleasure of introducing the newest 
inductee into DSN’s Discounting Hall of Fame. Cal Turner, 
father of the current chairman, has appropriately been called 
the father of the dollar store industry. He initiated the dollar 
store concept, with no item selling above $1, in 1956 in the 
first Dollar General store in Springfield, Ky. 

Within 10 years, the company grew to 255 stores with annu- 
al sales of $25.8 million. In 1968, the company’s common stock 
was sold to the public for the first time. Dollar General stores 
are small and plain, with bin-like counters and long pipe 
racks. Most are in small towns, and they carry a variety of 
general merchandise, with an emphasis on soft goods 

Under Cal's leadership, Dollar General grew to 761 company- 
owned and franchised stores by 1977. In that year, Cal named 
his son as the company’s president. Last year, Dollar General 
broke the billion dollar sales mark, recording sales of more than 
$1.3 billion. That was a 23.1°% sales increase and a 12.7% same 
store sales gain. More importantly, earnings increased 36.5% 








The founder's inspiring leader- 
ship laid the groundwork for the 
company’s current corporate cul- 
ture. He was just a teenager when 
he opened one of his dad's stores in 
a small hamlet in Tennessee. He 
didn't let the fact that the store 
was a flop dim his interest in 
retailing. He gained experience and 
honed his instincts as a trader and 
merchant until they were practical- 
ly legendary. One of his sayings 
that has become part of company corporate culture is that “If 
it's bought right, it’s half sold.” 

His willingness to buy almost anything at the right price is 
part of company lore. According to one story, a woman once fell 
into an empty cardboard box while vga eal 
warehouse. An employee, seeing onl 
legs above the edge of the box, asked 
the world has Cal Turner gone and b 

Cal never liked speaking to large gr 
to be a whiz at one-to-one meetings ar 
pily relinquished his public spokesma/ # 
the SPARC awards dinner last monthfé 
inducted into the Hall of Fame, Cal b 
to share the limelight. The sight of fa 
(the the look of love, admiration and f 
will remain in my mind for a long tim 

At a time when every act of a publi¢ 
ny is analyzed and dissected for hidd@ 
warming to see an act of genuine wa 
believing that all 10,000 employees o 
their new mission very seriously. a 
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Discounting Hall of Fame. 


ymer-driven 
consumable basics 


Our other strategic inadequacy was 
technology. Aggressive investments in 
merchandising, logistics, accounting and 
human resources 


Our third DC opened in 
Ardmore, Oklahoma. 


DG stock was listed on the 
New York Stock Exchange. 
technology were 

undertaken in order to 
fill the gap. 











For the first time in four years 
our company did not report 
double-digit, same-store sales. Our greatest 
strategic asset, 
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Development... 
with our employees. 


Dollar General exceeded $2 
billion in sales with more 
than 3,000 stores and 


employees totaling more than 
een UR 
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construction of our fifth 

GER Tagl oa tey eae eT 
Indianola, Mississippi. The 
Ardmore DC was routinely 
shipping 150,000 cartons per 
Gat 







we granted 
stock options to store 
managers and assistant store 


SION: 
pr changed 


tegy! 


managers. This initiative was 
most unusual in retailing and 
expanded our stock option 
program to approximately 
6,000 employees. Today, every 
Dollar General employee is 
eligible for incentive compensation! 


The last 30 years have been full of 
tremendous change for Dollar General. 


isn’t it? ?!! 
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1997 - Operating expenses, as a 
percent of sales, were less than 
20 percent for the first time 


ever. 


We introduced a record 

700 new items to our merchan- 
dise mix, nearly 25 percent of 
our core mix, and we intro- 
duced point-of-sale scanning 
in every store. 


The South Boston DC opened, 
and we opened 468 stores, the 
most in our Company's 
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Lessons of Service are 
the top down at Doll 


n 1993, Dollar General adopteda_ §j 
new mission: serving others. Ub dar ehs 
“Those two simple words capture S4a88a- 
the spirit which is at the core of 
this company's corporate culture,” 
said chairman, president and ceo 
Cal Turner Jr 
Every year when | sit down to 
judge entnes in DISC (Discounters 
In Service to the Community)— 
DSN's community service awards 
program, | am impressed with 


The Indianola, Mississippi DC 
opened. We announced the 
construction of our seventh 
Renate meatal gt Eee 


Don Longo 
Executive Editor 


Dollar General's entry. It's only natural that the Southern 
retailer would adopt such a simple, yet meaningful mission 
statement 

Last month, I had the pleasure of introducing the newest 
inductee into DSN’'s Discounting Hall of Fame. Cal Turner, 
father of the current chairman, has appropriately been called 
the father of the dollar store industry. He initiated the dollar 
store concept, with no item selling above $1, in 1956 in the 
first Dollar General store in Springfield, Ky. 

Within 10 years, the company grew to 255 stores with annu- 
al sales of $25.8 million. In 1968, the company’s common stock 
was sold to the public for the first time. Dollar General stores 
are small and plain, with bin-like counters and long pipe 
racks. Most are in small towns, and they carry a variety of 
general merchandise, with an emphasis on soft goods 

Under Cal's leadership, Dollar General grew to 761 company- 
owned and franchised stores by 1977. In that year, Cal named 
his son as the company’s president. Last year, Dollar General 
broke the billion dollar sales mark, recording sales of more than 
$1.3 billion. That was a 23.1% sales increase and a 12.7% same 
store sales gain. More importantly, earnings increased 36.5% 
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Missouri. 


We achieved sales of $3.2 
billion. The Company opened 
551 new stores. 


Recently named a Fortune 500 
company, Dollar General has 
more than 3,600 stores and 
30,000 TEAMSHARE 
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1993 - 2000 A customer-driven 
distributor of consumable basics 


Although our 1993 results were good, we 
admitted to ourselves that our planning had 
been more reactive than proactive. 


In early 1994, we articulated a clear 
statement of values and a more powerful 
statement of mission: 


SERVING OTHERS! 

e A Better Life... 
for our customers. 

e A Superior Investment... 
for our shareholders. 

e A Partnership in Total Development... 
with our employees. 


In 1994, we were motivated by that mission 
statement. However, we had not yet 
figured out a strategy for really bringing it 
to life. Our first step was redefining 
ourselves as a customer-driven distributor 
of basics. Yet, the word “basic” did not 
adequately define our strategy. 


In 1995, we further refined our thinking to 
focus on consumable basics. We observed 
the fundamental truth that customers 
replace items such as toilet paper 
more often than items such as 
toilet seats! 


CONFESSION: 


Our other strategic inadequacy was 
technology. Aggressive investments in 
merchandising, logistics, accounting and 
human resources 
technology were 
undertaken in order to } 


fill the gap. 













Our greatest 
strategic asset, 
however, is our 
employees! In 
1992, we included 
all office and 
distribution 
center employees | 
inacashbonus j; 
program, and in 
1993, we 
extended the 
existing store 
cash bonus 
program to 
all clerks. 
Last year, 
we granted 
stock options to store 
managers and assistant store 
managers. This initiative was 
most unusual in retailing and 
d expanded our stock option 


Admittedly, the distribution Toilet paper ch ange program to approximately 


demands of this strategy 

were enormous! Although we 
opened a new distribution center 

in Oklahoma in 1995 and another in 
Virginia in 1997, we still lacked enough 
capacity for adequately supporting our 
strategy. In 1998, we initiated a “jump- 
start” of distribution. Our commitment was 
the increase of distribution capacity by more 
than 170 percent in three years. Then, we 
sought to have by the year 2000 adequate 
capacity to support our continuing growth. 


our strategy! 


6,000 employees. Today, every 
Dollar General employee is 
eligible for incentive compensation! 


The last 30 years have been full of 
tremendous change for Dollar General. 


Exciting — isn't 1t?7?! 
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(Amounts in thousands except share, per share and operating data) 


Jan. 29,1999 Jan. 30,1998 Jan. 31,1997 __ Jan. 31, 1996 





SUMMARY OF OPERATIONS 

Net sales $ 3,220,989 $2,627,325 $2,134,398 $ 1,764,188 
Gross profit $ 905,877 $ 742,135 $ 604,795 $ 503,619 
Income before taxes on income $ 280,915 § 231,779 $ 185,017 $ 141,546 
Net income $ 182,033 $ 144,628 $ 115,100 $ 87,818 
Net income as a % of sales 5.7 RD 5.4 5.0 
PER DILUTED SHARE RESULTS | 

Net income (a) 2 § 0:85.25 0.67 $ 0.53 $ 0.41 
Cash dividends per common share (a) $. 0.13 $ 0.10 $ 0.08 $ 0.07 
Weighted average shares (a) 214,719 214,363 215,266 214,109 
FINANCIAL POSITION | 

Assets $ 1,211,784 $ 914,838 $ 718,147 $ 679,996 
Long-term debt . 786 $5725 1294. G5 2-580 $ 3,278 
Shareholders’ equity $ 725,761 $ 583,896 $ 485,529 $ 420,011 
Return on average assets (%) 7A 17.7 16.9 2% 14.4 
Return on average equity (%) 27.8 27.0 25.4 23.6 
OPERATING DATA . 

Retail stores at end of period [ 3,687 3,169 2,734 2,416 
Year-end selling square feet (000) 23,719 20,112 17,480 15,302 
Hardlines sales % 82 82 75 70 
Softlines sales % 18 18 25 30 


(a) As,adjusted to give retroactive effect to all common stock splits. 


The Company's fiscal year ends on the Friday closest to January 31. The Company’s current fiscal year calendar was 
established for the year ended January 31, 1997. 
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SHAREHOLDERS’ EQUITY 


Jan. 31, 1995 
$ 1,448,609 
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$ 118,288 
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Jan. 31, 1994 


$ 1,132,995 
$ 325,998 
$ 78,004 
$ 48,557 
4.3 

$ 0.24 
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*1.205,325 
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COMPANY STORES 


Jan. 31, 1991 
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS 


This discussion and analysis contains historical and forward-looking information. The forward-looking state- 
ments are made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. 
The Company believes the assumptions underlying these forward-looking statements are reasonable; however, 
any of the assumptions could be inaccurate, and therefore, actual results may differ materially from those pro- 
jected in the forward-looking statements due to certain risks and uncertainties, including, but not limited to, 
general transportation and distribution delays or interruptions, inventory risks due to shifts in market demand, 
changes in product mix, interruptions in suppliers’ business, costs and delays associated with building, opening 
and operating new distribution centers (“DCs”) and stores, and year 2000 compliance issues. The Company 
undertakes no obligation to publicly release any revisions to any forward-looking statements contained herein to 
reflect events or circumstances occurring after the date of this report or to reflect the occurrence of unanticipated 
events. | 


The following text contains references to years “2000,” “1999,” “1998,” “1997” and “1996” which represent fiscal 
years ending January 26, 2001, January 28, 2000, January 29, 1999, January 30, 1998 and January 31, 1997, respec- 
tively. This discussion and analysis should be read with, and is qualified in its entirety by, the consolidated 
financial statements and the notes thereto. 


GENERAL | 

During 1998, Dollar General achieved record sales and earnings and continued its rapid pace of new store open- 
ings. In addition, the Company lowered its selling, general and administrative expense, as a percentage of net 
sales, for the ninth consecutive year. Despite the start-up costs associated with opening new stores and store . 
remodeling costs associated with the Company's addition of its new basic-apparel program, the Company 
increased earnings per diluted share by more than 20% for the third consecutive year. From 1994 through 1998, 
the Company had a compound annual growth rate of 23.3% in net sales and 30.7% in net income. 


For the eleventh consecutive year, the Company increased its total number of store units. The Company opened 
551 new stores in 1998, compared with 468 in 1997 and 360 in 1996. In 1998, the Company remodeled or relocat- 
ed 351 stores, compared with 195 in 1997 and 168 in 1996. During the last three years, the Company opened, 
remodeled or relocated 2,093 stores, accounting for approximately 57% of the total stores at January 29, 1999. 
The three states in which the greatest number of new stores were opened during 1998 were Texas, North 
Carolina and Georgia. The Company ended the year with 3,687 stores. 


The 1998 new stores and relocations, net of 33 closed stores, added an aggregate of approximately 3,600,000 sell- 
ing square feet to the Company's total sales space, providing the Company with an aggregate of approximately 
23,700,000 selling square feet at the end of the year. The average store measured approximately 6,400 selling 
square feet in 1998, 1997 and 1996. In 1998, the size of the average new store increased to approximately 6,900 
selling square feet from 6,200 in 1997 and 1996. This increase reflects the Company’s focus in 1998 on opening 
stores with a minimum of 6,300 selling square feet. 


In 1998, the Company introduced a new preferred development program to support continued new store 
growth. This program enables the Company to partner with established development firms to build stores in 
markets where existing, acceptable retail space is unavailable. In 1998, the Company opened 50 new stores 
through this program. In 1999, the Company plans to expand this program and open approximately 200 pre- 
ferred development stores. The size of these stores will average approximately 8,100 selling square feet. 


Within its current 24-state market, the Company anticipates opening 550 to 575 new stores, net of closed stores, 
in addition to relocating approximately 200 to 250 existing stores in 1999. The Company will continue to focus 
on (a) opening stores within 200 miles of a distribution center; (b) opening stores with a minimum of 6,300 sell- 
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ing square feet and expanding the preferred development program; and (c) relocating stores with less than 5,500 
selling square feet. In 1999, management expects the new store average square feet to continue to increase slightly. 


The Company’s sales mix remained consistent at 82% hardlines/18% softlines for 1998 and 1997, compared with 
75% hardlines/25% softlines in 1996. The space allocation of hardlines to softlines in the current store prototype 
also remained consistent at 65%/35% in 1998 and 1997, compared with the 50%/50% allocation in 1996. In July 
1998, the Company rolled out a new basic apparel program in a full range of sizes for the entire family. This 
program increased the selection of quality basic apparel without increasing the square footage allocation of soft- 
line merchandise. Management expects that this program may shift the Company’s sales mix slightly toward 
more softlines in 1999. The Company will continue to evaluate the performance of its products in 1999 making 
changes where appropriate. However, management does not anticipate the sales mix or space allocation to 
change significantly as a result of any such changes. 


In the second quarter of 1998, the Company opened its fifth distribution center, an 826,000 square foot facility 
located in Indianola, Mississippi. This opening was achieved with minimal disruption to the flow of merchan- 
dise to stores. In July 1998, the Company leased and opened its sixth distribution center, a 600,000 square foot 
facility located in Villa Rica, Georgia. This are is dedicated to serving the initial stocking needs of new 
stores. 


In the first quarter of 1999, the Company completed a 484,000 square foot expansion of its South Boston, Virginia 
DC. In the second quarter of 1999, the Company plans to complete a 450,000 square foot expansion of its 
Ardmore, Oklahoma DC. In addition, the Company plans to open a seventh distribution center in Fulton, 
Missouri in the third quarter of 1999. Continuing to support its rapidly growing store base and improving dis- 
tribution efficiencies, the Company anticipates opening its eighth distribution center in Alachua, Florida in the 
first quarter of 2000. Management believes the additional distribution capacity will continue to reduce the need 
for outside warehouses during peak, seasonal shipping periods and will accommodate planned store growth. 


In 1998, the Company installed a new general ledger system and implemented electronic data interchange pur- 
chase ordering with approximately 600 core vendors. Among other planned technology advancements for 1999, 
the Company will implement a new distribution center merchandise replenishment system, expand its electronic 
data interchange capabilities and install a new transportation management system which will improve the rout- 
ing efficiencies of its transportation network. 


RESULTS OF OPERATIONS 


Net Sales 

Net sales totaled $3.22 billion for 1998, $2.63 billion for 1997 and $2.13 billion for 1996. These totals represent 
annual increases of 22.6% in 1998, 23.1% in 1997 and 21.0% in 1996. These increases resulted from 518 net new 
stores and a same-store net sales increase of 8.3% for the 52-week period ending January 29, 1999; 435 net new 
stores and a same-store net sales increase of 8.4% in 1997; and 318 net new stores and a same-store net sales 
increase of 8.2% in 1996. The Company defines same-stores as those stores which were opened before the begin- 
ning of the prior fiscal year and which have remained open throughout both the prior and current fiscal years. 


Gross Profit 
Gross profit for 1998 was $905.9 million compared with $742.1 million in 1997 and $604.8 million in 1996. Gross 
profit, as a percentage of net sales, was 28.1% for 1998 compared with 28.3% for 1997 and 1996. The 1998 result 
reflects an increase in inventory shrinkage, as a percentage of net sales, offset slightly by reduced distribution 
expense, as a percentage of net sales, and higher initial mark-up. In 1998, inventory shrinkage was 2.5% of net 
sales compared with 2.2% in 1997 and 2.7% in 1996. Management believes that the Company’s continuing focus 
on delivering the lowest possible price to its customers will result in gross profit, as a percentage of net sales, to 
decline slightly in 1999. 
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Selling, General and Administrative Expense 

For the. ninth consecutive year, the Company reduced its Selling, General and Administrative (“SG&A”) 
expense, as a percentage of net sales, to 19.1% in 1998, compared with 19.3% in 1997 and 19.4% in-1996. SG&A 
expense for 1998 was $616.6 million, compared with $506.6 million in 1997 and $415.1 million in 1996. In 1998, 
the lower SG&A expense, as a percentage of net sales, resulted primarily from (a) lower advertising costs . 
through the elimination of the December direct-mail circular and (b) lower employee incentive compensation 
offset slightly by an increase in workers’ compensation expense. All other expense categories remained relative- 
ly flat, as a percent of net sales. 


Interest Expense 

In 1998, interest expense was $8.3 million, conipared with $3.8 million in 1997 and $4.7 million in 1996. The 
increased interest expense in 1998 resulted primarily from increased short-term borrowings used to finance the 
increased inventory required to supply two new distribution centers and 518 net new stores, and from the tim- 
ing of the Company’s repurchase of common stock. Daily average total debt outstanding equaled $153.2 million 
during 1998, compared with $74.8 million in 1997 and $88.0 million in 1996. | . 


Provision for Taxes on Income 

The effective income tax rates for 1998, 1997 and 1996 were 35.2%, 37.6% and 37.8%, respectively. The 1998 effec- 
tive tax rate decreased as a result of effective tax planning strategies. Management expects the effective tax rate 
in 1999 to increase to 36.5%. 


Net Income 

For the third consecutive year, the Company increased net income by more than 20%. In 1998, net income 
totaled $182.0 million (25.9% increase), compared with $144.6 million (25.6% increase) in 1997 and $115.1 million 
(31.1% increase) in 1996. 


Return on Equity and Assets | 
The ratio of net income to average shareholders' equity was 27.8% in 1998, compared with 27.0% in 1997 and 
25.4% in 1996, Return on average assets was 17.1% in 1998, compared with 17.7% in 1997 and 16.5% in 1996. 


LIQUIDITY AND CAPITAL RESOURCES 


Working Capital 

Working capital increased to $423.8 million in 1998, compared with $359.0 million in 1997 and $280.1 million in 
1996, or an increase of 18.1% in 1998, 28.2% in 1997 and 6.7% in 1996. The ratio of current assets to current liabil- 
ities (current ratio) was 1.9 in 1998, compared with 2.2 in 1997 and 1996. 


Cash Flows from Operating Activities 

Net cash provided by operating activities was $218.6 million in 1998, compared with $139.1 million in 1997 and 
$170.1 million in 1996. In 1998, the cash generated from net income before depreciation and deferred taxes was 
offset partially by the increased inventory levels required to stock the Indianola, Mississippi and Villa Rica, 
Georgia DCs, the 518 net new stores and the new basic apparel program. 


In 1997, the cash generated from net income before depreciation and deferred taxes was offset partially by 
increased inventory levels required to stock the South Boston, Virginia DC and 435 net new stores. 


Cash Flows from Investing Activities 
Capital expenditures in 1998 totaled $140.3 million, compared with $107.7 million in 1997 and $84.4 million in 
1996. The Company opened 551 new stores and relocated or remodeled 351 stores at a cost of $61.6 million in 


1998. Capital expenditures during 1997 and 1996 for new, relocated and remodeled stores totaled $39.4 million 
and $27.0 million, respectively. 


SERVING OTHERS! 





SRG Spt sowed 


$35 ete orien oe a 


Pa SSDS oi eS 


1997, the Company spent $26.2 million primarily on costs associated with the expansion of the Scottsville, 
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Distribution-related capital expenditures totaled $45.9 million in 1998 resulting primarily from costs associated 
with the 484,000 square foot expansion of the South Boston, Virginia DC and the purchase of new trailers. In 


Kentucky DC and the purchase of new trailers. In 1996, the Company spent $38.6 million primarily on costs 
associated with the construction of the South Boston, Virginia DC. 


During 1998, the Company entered into agreements to sell and leaseback the Ardmore, Oklahoma DC (including 
the expansion) and the expansion of the South Boston, Virginia DC. The Company received cash advances on 
these sales prior to year end which are included in accrued expenses as of January 29, 1999. Upon completion of 
the construction of these expansions, the Company will record the sales of these properties. 


Capital expenditures during 1999 are projected to be approximately $120 million. This includes approximately 
$65 million for new stores, relocations and remodels; approximately $20 million for expansion of the Ardmore 
DC; and approximately $20 million for transportation equipment and logistics technology. The Company 
believes that its capital expenditure requirements in 1999 will be met through internally generated funds. 


Total debt at January 29, 1999 (including current maturities and short-term borrowings) was $1.5 million, com- 
pared with $24.7 million in 1997 and $43.1 million in 1996. Long-term debt at January 29, 1999, was $0.8 million, 
compared with $1.3 million for 1997 and $2.6 million for 1996. The ratio of total debt (including current maturi- 
ties and short-term borrowings) to equity was 0.2% at January 29, 1999, compared with 4.2% at January 30, 1998, 
and 8.9% at January 31, 1997. Although the average daily short-term debt increased to $153.2 million in 1998, 
compared with $74.8 million in 1997 and $88.0 million in 1996, the Company was able to pay off all short-term 
borrowings at year-end with internally generated funds. 


Because of the significant impact of seasonal buying (e.g., Spring and December holiday purchases), the 
Company's working capital requirements vary significantly during the year. These working capital require- 
ments were financed by short-term borrowings under the Company's $175 million revolving credit/term loan 
agreement and seasonal bank lines of credit totaling $165 million at January 29, 1999. The Company's maximum 
outstanding short-term indebtedness in 1998 was $312.6 million in October 1998, compared with $196.1 million 
in November 1997. Seasonal bank lines of credit are subject to renewal on various dates throughout 1999, and 
the Company currently anticipates these agreements will be renewed. Management believes the existing revolv- 
ing credit/term loan and seasonal bank lines will be sufficient to fund its working capital requirements and 
other general corporate needs in 1999. | 


In addition, the Company has a $225 million leveraged lease facility which funds the construction of new stores, 
new DCs, and a new corporate headquarters. As of January 29, 1999, approximately $143 million of construction 
costs had been funded under this facility including: approximately $50 million for the construction of new 
stores; approximately $44 million for the Indianola, Mississippi DC; approximately $32 million for the Fulton, 
Missouri DC; and approximately $20 million for the corporate headquarters. 


In 1998, the Company repurchased 2,496,625 shares of common stock, after giving effect to the five-for-four stock 
splits distributed on March 23, 1998, and September 21, 1998, at an average cost of $29.33 per share. Under the 
current authorization from the Board of Directors, the Company can repurchase approximately 3.7 million addi- 
tional shares. 


Market Risk 

The Company is subject to market risk from exposure to changes in interest rates based on its financing, invest- 
ing and cash management activities. The Company utilizes a credit facility to fund seasonal working capital 
requirements which is comprised primarily of variable rate debt. 
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As of January 29, 1999, the Company was a party to interest rate swap agreements covering $200 million of its 
$225 million leveraged lease facility and expiring throughout 2008. These swap agreements exchange the 
Company’s floating interest rate exposure on the lease payments under its $225 million leveraged lease facility 
for fixed rent payments. The Company will pay a weighted average fixed rate of 5.50% on $200 million of the 
$225 million facility rather than the one-month LIBOR rate plus 0.13%, which was 5.04% at January 29, 1999. 

' The fair value of the interest rate swap agreements was ($8.9) million at January 29, 1999. 


EFFECTS OF INFLATION AND CHANGING PRICES 

The Company believes that inflation and/or deflation had a minimal impact on its overall operations during 
1998, 1997 and 1996. In particular, the effect of deflation on cost of goods sold has been minimal as reflected by 
the small decline in LIFO reserves in 1998, 1997 and 1996. 


ACCOUNTING PRONOUNCEMENTS 

The Company will adopt Statement of Financial Accounting Standards (SFAS) No. 133, “Accounting for 
Derivative Instruments and Hedging Activities,” for the fiscal year ending January 26, 2001. The Company is in 
the process of analyzing the impact of the adoption of this Statement. 


The Company will adopt Statement of Position 98-1, “Accounting for the Costs of Computer Software 
Developed or Obtained for Internal Use,” and Statement of Position 98-5, “Reporting on the Costs of Start-Up 
Activities,” for the year ending January 28, 2000. Management does not believe adoption of these Statements 
will have a significant impact on the Company’s financial reporting. 


The Company adopted SFAS No. 131, “Disclosures about Segments of an Enterprise and Related Information,” 


during the year ended January 29, 1999. See Note 10 to the Consolidated Financial Statements appearing else- 
where in this report. | 


YEAR 2000 


The Company recognizes that without appropriate modification, some computer programs may not operate 
properly when asked to recognize the year 2000. Upon reaching the year 2000, these computer programs will 
inaccurately interpret the “00” used in two-digit date calculations as the year 1900. In anticipation of the need to 
correct and otherwise prepare for any potential year 2000 computer problems, the Company formed a Year 2000 
Task Force (the “Task Force”) which has developed a year 2000 compliance plan (the “Plan”). The Plan address- 
es the Company’s state of readiness, the costs to address the Company’s year 2000 issues, the risks of the compa- 
ny’s year 2000 issues and the Company’s contingency plans. 


The Company's state of readiness 

Internal Systems: The Company’s Plan addresses all of the Company’s hardware and software systems, as well - 
as equipment controlled by microprocessors used in the offices, stores and distribution centers. As a part of the 
Plan, the Task Force has completed its assessment of the Company’s systems, has identified the Company’s 
hardware, software and equipment that will not operate properly in the year 2000 and in most cases, has reme- 
died the problem with programming changes. The Plan has identified the Company’s accounting, inventory 
management and warehouse management systems as critical systems. The Company expects the programming 
changes and software replacement for systems that are not already year 2000 compliant will be completed dur- 
ing the first and second quarters of 1999. The Company has completed testing the year 2000 readiness of many 
of its systems and expects to complete the testing process by July 1999. The Company’s year 2000 compliance 
effort has not resulted in any material delays to other internal information technology projects. ~ 


External Systems: The Company has requested, and is receiving, written confirmation from vendors, suppliers 
and other service providers (“Third Party Vendors”) as to their year 2000 system compliance status. Although 
the Company is diligently seeking and is receiving information as to its Third Party Vendors’ year 2000 compli- 
ance progress, there can be no assurance that such Third Party Vendors will have remedied their year 2000 issues. 
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Although the Company currently knows of no material Third Party Vendor system that will not be year 2000 
ready, the failure of any significant Third Party Vendor to remedy its year 2000 issues could have a material 
adverse effect on the Company’s operations, financial position or liquidity. The Company will continue to 
aggressively monitor the progress of its Third Party Vendors in an effort to mitigate its own year 2000 non-com- 
pliance risk. 


The costs to address the Company's year 2000 issues 

Based on the Company’s current estimates, the cost of addressing the Company’s year 2000 remediation efforts 
will be between $400,000 and $600,000. To date, expenditures have been less than $100,000. Costs are being 
expensed when incurred. This cost estimate excludes the costs of previously planned software implementations 
as well as salaries of existing employees involved in the year 2000 remediation efforts. These projected costs are 
based upon management's best estimates which were derived utilizing numerous assumptions of future events. 
However, there can be no guarantee that these costs estimates will be accurate; actual results could differ materially. 


The risks of the Company’s year 2000 issues 

Management believes that its greatest risk to achieving timely year 2000 compliance is in its third-party relation- 
ships. For example, if a significant vendor experiences shipping delays because either its systems or a Third 
Party Vendor’s systems are not year 2000 compliant, such delays could have a material impact on the 
Company’s business depending on the nature of the shipment and the length of the shipping delay. However, 
currently available information indicates that the Company’s significant Third Party Vendors will be year 2000 
ready. Management also believes there is a moderate level of risk associated with the unconfirmed year 2000 
compliance status of small utility companies that provide utility service to the Company’s individual stores. 


The Company's contingency plans 

The Company will continue to closely monitor the year 2000 compliance readiness of its Third Party Vendors 
and, where appropriate, will replace those third party vendors who appear to be unwilling to confirm their year 
2000 readiness or who are unable to meet compliance deadlines. The Company has been developing, and 
intends to complete by July 1999, a comprehensive business continuity plan (“BCP”) that is designed to respond 
to significant business interruption. The BCP focuses on business recovery and continuation made necessary by 
natural disaster, year 2000 system non-compliance, vendor breach of contract or any other factor. Although it is 
impossible to accurately predict and prepare for all risks associated with the year 2000 issue, the Company will 
continue to evaluate and modify where appropriate its BCP to address those risks which it believes are reason- 
ably foreseeable. 
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REPORT OF MANAGEMENT 


The management of Dollar General Corporation is responsible for the preparation of the consolidated financial 
statements and other information contained in this Annual Report to Shareholders. The financial statements 
were prepared in accordance with generally accepted accounting principles and include amounts that are 
necessarily based upon management's best estimates and judgments, as appropriate. The Company’s 
independent auditors, Deloitte & Touche LLP, consider the Company’s internal control systems for the purpose 
of determining the nature, timing and extent of procedures necessary for expressing an independent opinion as 
to the fairness of the presentation of the consolidated financial statements. Their report is presented on the 
following page. 


The Company maintains internal control systems, policies and procedures designed to provide reasonable 
assurance that assets are safeguarded, transactions are executed in accordance with management’s authorization 
and properly recorded, and accounting records may be relied upon for the preparation of financial information. 
The internal control systems, including an internal audit function, contain self-monitoring mechanisms, and 
actions are taken to correct deficiencies as they are identified. Even an effective internal control system, no 
matter how well designed, has inherent limitations and, therefore, can provide only reasonable assurance with 
respect to financial statement preparation. 


The Board of Directors has an Audit Committee comprised entirely of outside directors. The Committee meets 
periodically and independently with management, internal auditors and Deloitte & Touche LLP to discuss and 
review the Company’s consolidated financial statements and internal control structure. In addition, the full 
Board regularly reviews management reports covering all aspects of the Company’s financial condition. Both 
the internal auditors and Deloitte & Touche LLP have unrestricted access to the Audit Committee. 


Cal Turner, Jr. Brian M. Burr 
Chairman, President and Chief Executive Officer Executive Vice President and Chief Financial Officer 





SERVING OTHERS! 





Reports 


REPORT OF INDEPENDENT ACCOUNTANTS 


To the Board of Directors and Shareholders of Dollar General Corporation 
Nashville, Tennessee 


We have audited the accompanying consolidated balances sheets of Dollar General Corporation and subsidiaries 
as of January 29, 1999 and January 30, 1998, and the related consolidated statements of income, shareholders’ 
equity, and cash flows for the years then ended. These consolidated financial statements are the responsibility of 
the Company’s management. Our responsibility is to express an opinion on these consolidated financial state- 
ments based on our audits. The consolidated financial statements of the Company for the year ended January 
31, 1997 were audited by other auditors whose report, dated March 5, 1997, expressed an unqualified opinion on 
those statements. 


We conducted our audits in accordance with generally accepted auditing standards. Those standards require 
that we plan and perform the audits to obtain reasonable assurance about whether the consolidated financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the consolidated financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
consolidated financial statement presentation. We believe that our audits provide a reasonable basis for our 
opinion. 


In our opinion, such 1998 and 1997 consolidated financial statements referred to above present fairly, in all mate- 
rial respects, the financial position of Dollar General Corporation and subsidiaries as of January 29, 1999 and 
January 30, 1998, and the results of its operations and its cash flows for the years then ended in conformity with 
generally accepted accounting principles. 


/ 


Dehthe € Tu AL? 


Nashville, Tennessee 
February 23, 1999 





A superior investment for our shareholders 


i . : enanec 


Balatice Sheets 


CONSOLIDATED BALANCE SHEETS 
At January 29, 1999, and January 30, 1998 


(Dollars in thousands, except per share amounts) : | . 
1998 1997 
Assets 3 
Current assets: : 3 
Cash and cash equivalents $ 22,294 $ 7,128 
Merchandise inventories 811,722 | 631,954 
Deferred income taxes 2,523 5,743 
Other current assets 42,378 21,884 
Total current assets 878,917 666,709 
Property and equipment, at cost: 
Land 5,983 5,698 
Buildings 47,687 46,061 
Furniture, fixtures and equipment 474,568 340,152 
528,238 391,911 
Less accumulated depreciation 201,830 150,466 
Net property and equipment 326,408 241,445 
Other assets 6,459 6,684 
Total assets $1,211,784 $914,838 


Liabilities and Shareholders’ Equity 
Current liabilities: ‘\ 


Current portion of long-term debt _§$ 725 $ 1,450 
Short-term borrowings 0 21,933 
Accounts payable . 257,759 179,958 
Accrued expenses 172,825 92,027 
Income taxes 23,825 12,343 
Total current liabilities : 455,134 307,711 
Long-term debt 786 1,294 


Deferred income taxes 30,103 21,937 


Commitments and contingencies 
Shareholders’ equity: 
Preferred stock, stated value $.50 per share: 
Shares authorized: 1998-10,000,000; 
1997-5,000,000 
Issued: 1998-1,716,000; 1997-1,716,000 858 858 
Common stock, par value $.50 per share: ; 
Shares authorized: 1998-500,000,000; 
1997-200,000,000 


Issued: 1998-210,242,000; 1997-167,052,000 . 105,121 83,526 
Additional paid-in capital 418,039 | 379,954 
Retained earnings 402,270 320,085 
926,288 784,423 
Less treasury stock, at cost: 
Shares: 1998-32,725,000; 1997-26,180,000 200,527 200,527 
Total shareholders’ equity 725,761 583,896 
Total liabilities and shareholders’ equity $1,211,784 : $914,838 | 


The accompanying notes are an integral part of the consolidated financial statements. 
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Income Statements 


CONSOLIDATED STATEMENTS OF INCOME 


For the years ended January 29, 1999, January 30, 1998, and January 31, 1997 
(Dollars in thousands, except per share amounts) 


1998 1997 1996 
% of Net % of Net % of Net 
Amount Sales Amount Sales Amount Sales 
Net sales $3,220,989 100.0% $2,627,325 100.0% $ 2,134,398 100.0% 
Cost of goods sold 2,315,112 71.9 1,885,190 71.8 1,529,603 PET 
Gross profit 905,877 28.1 ; 742,135 28.3 604,795 28.3 
Selling, general and 
administrative 616,613 19.1 506,592 19.3 415,119 19.4 
Operating profit 289,264 9.0 235,543 9.0 189,676 8.9 
Interest expense 8 349 0.3 3,764 0.1 OE SAUL GO 0.2 
Income before taxes on 
income 280,915 8.7 231,779 8.8 185,017 8.7 
Provisions for taxes 
on income 98,882 3.0 S7 ASL * a 69,917 Bio 
Net income ~ -§ +182,033 5.7% $ 144,628 5.5% $ 115,100 5.4% 
Diluted earnings 
per share <p 0.85 - $ 0.67 $ 0.53 
Weighted average diluted 
shares (000) 214,719 214,363 215,266 
Basic earnings per share $ 1.01 $ 0.80 $ 0.64 | 


The accompanying notes are an integral part of the consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY 


For the years ended January 29, 1999, January 30, 1998, and January 31, 1997 


(Amounts in thousands, except per share amounts) 


Additional 


Common 
Stock 
S 42,762 $ 


Preferred 
Stock 
Balances, January 31, 1996 S$ 858 
Net income 
5-for-4 stock split, February 12, 1997 


Cash dividends, $0.20 per common share 





10,621 


Cash dividends, $1.41 per preferred share 
Issuance of common stock under employee 
stock incentive plans 
(1,418,000 common shares) 709 
Tax benefit from exercise of options 
Kepurchase of common stock 


(2,000,000 shares) (1,000) 
Transfer to employee stock ownership 

plan (26,000 common shares) 13 
Balances, January 31, 1997 $58 53,105 
Net income 
5-for-4 stock split, September 22, 1997 13,416 
9-for-4 stock split, March 23, 1998 16,705 
Cash dividends, $0.17 per common share 
Cash dividends, $1.90 per preferred share 
Issuance of common stock under 

employee stock incentive plans 

(2,560,000 common shares) 1,280 


lax benetit from exercise of options 
Repurchase of common stock 

(1,991,000 shares) (995) 
lranster to employee stock 

ownership plan 

(30,000 common shares) 15 
Balances, January 30, 1998 858 
Net income 
5-for-4 stock split, September 21, 1998 
Cash dividends, $0.14 per common share 


$3,526 
21,090 


Cash dividends, $2.04 per preferred share 
Issuance of common stock under 
employee stock incentive plans 
(2,976,000 common shares) L488 
lax benetit from exercise of options 
Repurchase of common stock 


(1,997,000 shares) (999) 
lranstfer to 401(k) Plan 
(32, QOO common shares) lo 





Balances, January 29, 1999 $858 $105,121 $ 











The accompanying notes are an integral part of the consolidated financial st 
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Paid-in 
Capital 
303,609 


17,019 
8,509 


511] 
329, 948 


29,566 
19,855 


(21,090) 


Pre aoe “> 
27523 


30,913 


739 


418,039 


Ifements. 


Retained 
Earnings 
$ 273,309 


115,100 

(10,621) 

(14,442) 
(2,413) 


(58,788) 


302,145 
144,625 
(13,416) 
(16,705) 
on 170) 
) 


(3,269 


(74,128) 


320,085 
182,033 


(24,114) 
(3,497) 


$ 402,270 


Treasury 
Stock 
$ (200,527) 


(200,5 


No 


7) 


(200,527) 


$ (200,527) 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 
For the years ended January 29, 1999, January 30, 1998, and January 31, 1997 
(Amounts in thousands) 
1998 1997 1996 


Cash flows from operating activities: 
Net income $ 182,033 § 144,628 $ 115,100 
Adjustments to reconcile net income to 
net cash provided by 
operating activities: 


Depreciation and amortization 53,112 38,734 30,965 
Deferred income taxes 11,386 14,312 10,878 
Change in operating assets and liabilities: 
Merchandise inventories (179,768) (155,851) 12,259 
Other current assets (20,494) (3,640) (6,696) 
Accounts payable 77,801 76,435 347 
Accrued expenses 80,798 21,586 8,342 
Income taxes 11,482 2,341 (4,755) 
Other 2,260 574 3,651 


Net cash provided by operating activities 218,610 139,119 170,091 





Cash flows from investing activities: 
Purchase of property and equipment (140,332) (107,700) (84,411) 
Proceeds from sale of property and equipment 222 33,811 Q) 


Net cash used in investing activities (140,110) (73,889) (84,411) 


Cash flows from financing activities: 





Issuance of short-term borrowings 272,151 166,180 193,692 
Repayments of short-term borrowings (294,084) (182,716) (227,369) 
Issuance of long-term debt 1,240 190) 1,677 
Repayments of long-term debt (2,473) (2,058) (1,879) 
Payment of cash dividends (27,611) (22,440) (16,856) 
Proceeds from exercise of stock options 29,011 30,847 "17,729 
Repurchase of common stock (73,236) (75,725) (59,788) 
Tax benefit from stock option exercises 30,913 19,855 8 809 
Other 755 600 524° 
Net cash used in financing activities (63,334) (64,665) (83,461) 


_ Net casnm used iniimancing activites NORD NEDO NOT) 
Net increase in cash and 

cash equivalents 15,166 565 2,219 
Cash and cash equivalents, beginning of year 7,128 6,563 4,344 


Cash and cash equivalents, end of year $ 22,294 G 7,128 $ 6,563 













Supplemental cash flow information 

Cash paid during year for: 
Interest $ 9,275 S 4,608 S 5,761 
Income taxes $ 46,439 S 50,831 S$ 55,646 





The accompanying notes are an integral part of the consolidated financial statements. 
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1. ACCOUNTING POLICIES: 

The Company sells general merchandise on a retail basis through 3,687 stores (as of January 29, 1999), located 
predominantly in small towns in the midwestern and southeastern United States. The Company has distribu- 
tion centers in Scottsville, Kentucky; Homerville, Georgia; Ardmore, Oklahoma; South Boston, Virginia; Indianola, 
Mississippi; Villa Rica, Georgia; Fulton, Missouri (under development); and Alachua, Florida (under development). 


¢ Basis of presentation 
The Company's fiscal year ends on the Friday closest to January 31. The consolidated financial statements 
include all subsidiaries. Inter-company transactions have been eliminated. 


¢ Cash and cash equivalents 
Cash and cash equivalents include highly liquid investments with original maturities of three months or less. 


¢ Inventories 
Inventories are stated at cost using the retail last-in, first-out (“LIFO”) method which is not in excess of mar- 
ket. The excess of current cost over LIFO cost was $15.0 million, $16.4 million and $18.4 million at January 
29, 1999, January 30, 1998 and January 31, 1997, respectively. LIFO reserves decreased by $1.4 million in 
1998, $2.0 million in 1997 and $2.2 million in 1996. 


e Pre-opening costs 
Pre-opening costs for new stores are expensed as incurred. 


e Property and equipment 
Property and equipment are recorded at cost. The Company provides for depreciation of buildings and 
equipment on a straight-line basis over the following estimated useful lives: 40 years for buildings; three to 
10 years for furniture, fixtures and equipment. Depreciation expense was $52.9 million, $38.5 million and 
$30.8 million in 1998, 1997 and 1996, respectively. 


¢ Insurance claims provisions 
In 1996, the Company established The Greater Cumberland Insurance Company, a Vermont-based, wholly: 
owned subsidiary captive insurance company. This insurance company charges Dollar General's subsidiary, 
companies competitive premium rates to insure workers' compensation and non-property general liability “ 
claims risk. The insurance company currently insures no unrelated third-party risk. 


The Company retains a significant portion of the risk for its workers' compensation, employee health insur- 
ance, general liability, property, and automobile coverages. Accordingly, provisions are made for the 
Company's actuarially determined estimates of discounted future claim costs for such risks. To the extent 
that subsequent claim costs vary from those estimates, current earnings are charged or credited. 


° Derivative financial instruments 
All outstanding interest rate swap agreements have been designated as hedges of the Company’s commit- 
ment under its $225 million leveraged lease facility. The Company recognizes interest differentials as adjust- 
ments to rent expense in the period they occur. Gains and losses on terminations of interest rate swap agree- 
ments would be deferred and amortized to rent expense over the shorter of the original term of the agree- 
ments or the remaining life of the associated outstanding commitment. The counterparties to these instru- 
ments are major financial institutions. The fair value of the Company’s interest rate swap agreements is 
based on dealer quotes. These values represent the amounts the Company would receive or pay to terminate 
the agreements taking into consideration current interest rates. These counterparties expose the Company to 
credit risk in the event of non-performance; however, the Company does not anticipate non-performance by 
the other parties. The Company does not hold or issue derivative financial instruments for trading purposes. 


¢ Income taxes 
The Company reports income taxes in accordance with SFAS No. 109, "Accounting for Income Taxes." 
Under SFAS No. 109, the asset and liability method is used for computing future income tax consequences of 
events which have been recognized in the Company's consolidated financial statements or income tax 
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returns. Deferred income tax expense or benefit is the change during the year in the Company s deferred 
income tax assets and liabilities. 


— 


e Management estimates 
The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities 
and disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the 
reported amounts of revenues and expenses during the reporting period. Actual results could differ from 
those estimates. 


° Accounting pronouncements 
| The Company adopted SFAS No. 131, “Disclosures about Segments of an Enterprise and Related 
Information,” during the fiscal year ended January 29, 1999. See Note 10. 


The Company adopted SFAS No. 130, “Reporting Comprehensive Income,” during the fiscal year ended 
January 29, 1999. Net income equaled comprehensive income for 1998, 1997 and 1996. 


2. CASH AND SHORT-TERM BORROWINGS: 

The cash management system provides for daily investment of available balances and the funding of outstand- 
ing checks when presented for payment. Investments in highly-rated, short-term marketable securities totaling 
$15.0 million at January 29, 1999, have been included in cash and cash equivalents. Outstanding but unpresent- 
ed checks totaling $125.3 million and $65.5 million at January 29, 1999, and January 30, 1998, respectively, have 
been included in accounts payable. Upon presentation for payment, they will be funded through available cash 
balances or the Company's revolving credit/term loan agreement. 


The Company had seasonal lines of credit with banks totaling $165.0 million at January 29, 1999, and $175.0 mil- 
lion at January 30, 1998. The lines are subject to periodic review by. the lending institutions which may increase 
-or decrease the amounts available. There were no borrowings outstanding under these lines of credit at January 

29, 1999, compared with $1.9 million outstanding at January 30, 1998. 


The Company also has a $175.0 million revolving credit/term loan agreement which expires in September 2002. 
~ There were no borrowings under the revolver at January 29, 1999, compared with $20.0 million at January 30, 
1998. Interest rates on amounts borrowed under this agreement can float with the prime commercial lending 
rate or can be fixed not to exceed the relevant adjusted LIBOR rate plus 0.225%. 


The weighted average interest rates for all short-term borrowings were 5.5% and 5.7% at January.29, 1999, and 
January 30, 1998, respectively. The revolving credit loan agreement contains certain restrictive covenants. At 
January 29, 1999, the Company was in compliance with all such covenants. 


At January 29, 1999, and January 30, 1998, the Company had outstanding letters of credit totaling $101.1 million 
and $66.5 million, respectively. 


3. ACCRUED EXPENSES: 
Accrued expenses consist of the following: 


(In thousands) 1998 1997 
Advance on sale/leaseback transactions $ 67,951 $ 0 
Compensation and benefits 34,766 33,536 
Insurance 29,069 25,644 
Taxes (other than taxes on income) 8,758 18,887 
Rent 8,725 6,293 
Dividends 6,615 5,346 
Freight and other 16,941 2,321 ‘ 
Total accrued expenses | $172,825 $92,027 
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During 1998, the Company entered into agreements to sell and leaseback the Ardmore, Oklahoma DC (including 
the expansion) and the expansion of its South Boston, Virginia DC. The Company received cash advances on 
these sales prior to year end which are included in accrued expenses as of January 29, 1999. Upon completion of 
the construction of these expansions, the Company will record the sales of these properties. 


4. INCOME TAXES: 
The provision for taxes consists of the following: 


(In thousands) 1998 1997 1996 
Currently payable: 

Federal $85,333 $68,177 $54,015 
State 2,163 4,662 5,604. 
Total currently payable 87,496 72,839 59,619 
Deferred: 

Federal 10,631 13,503 8,710 
State 755 809 1,588 
Total deferred 11,386 14,312 10,298 
Total provision $98,882 $87,151 $69,917 


Deferred tax expense is recognized for the future tax consequences of temporary differences between the 
amounts reported in the Company's financial statements and the tax basis of its assets and liabilities. 
Differences giving rise to the Company's deferred tax assets and liabilities are as follows: 


1998 1997 
(In thousands) Assets Liabilities Assets Liabilities 
Inventories $ 0 $ 4,334 $3,008. $ 268 
Property and equipment 0 24,847 0 20,969 
Accrued insurance 1,957 0 1,967 0) 
Other 566 922 768 700 
Total deferred taxes $2,523 $ 30,103 $5,743 $ 21,937 


Reconciliation of the federal statutory rate and the effective income tax rate follows: 


1998 1997 1996 
Federal statutory rate 35.0% 35.0% 35.0% 
State income taxes, net of federal e 
income tax benefit 0.8 27 2.8 
Tax credits (0.2) (0.1) 0.0 
Other (0.4) 0.0 0.0 
Effective income tax rate 35.2% 37.6% 37.8% 


5. EARNINGS PER SHARE: 


Amounts are in thousands except per share data and shares have been adjusted to give retroactive effect to all 
common stock splits. 
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1998 
Per-Share 
Income Shares Amount 
Net income $182,033 
Less: preferred stock dividends 3,497 
Basic earnings per share 
Income available to common shareholders 178,536 176,845 $1.01 
Stock options outstanding 5,149 
Convertible preferred stock 3,497 32,725 
Diluted earnings per share 
Income available to common shareholders . 
plus assumed conversions $182,033 214,719 $0.85 
1997 
Per-Share 
Income Shares Amount 
Net Income $144,628 
Less: preferred stock dividends 3,269 
Basic earnings per share 
Income available to common shareholders 141,359 176,500 $0.80 
Stock options outstanding 5,138 
Convertible preferred stock 3,269 32,725 


Diluted earnings per share 
Income available to common shareholders 


olus assumed conversions $144,628 © 214,363 $0.67 





£ 














1996 
Per-Share 
Income Shares Amount 
Net Income $115,100 
Less: preferred stock dividends 2,413 
Basic earnings per share 
Income available to common shareholders 112,687 176,119 $0.64 
Stock options outstanding 6,422 
Convertible preferred stock 2,413 o2,725 
Diluted earnings per share 
Income available to common shareholders 
lus assumed conversions $115,100 215,266 $0.53 














Basic earnings per share was computed by dividing income available to common shareholders by the weighted 
average number of shares of common stock outstanding during the year. Diluted earnings per share was deter- 
mined based on the assumption that the convertible preferred stock was converted upon issuance on August 22, 
1994, 
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6. COMMITMENTS AND CONTINGENCIES: 

During 1997, the Company entered into a $100 million leveraged lease facility. During 1998, the leveraged lease 
facility was amended to increase the amount of the facility to $225 million. This facility is being-used to fund the 
construction cost of the Company’s corporate headquarters, two distribution centers and a number of store loca- 
tions. The facility expires in 2002 with renewal options through 2009. Lease payments are calculated based on 
the one-month LIBOR plus 0.13%. The lease contains an option to purchase these properties up to one > year 
prior to the expiration of the lease and contains a residual value guarantee of $190 million. 


As of January 29, 1999, the Company was a party to interest rate swap agreements covering $200 million of its 
$225 million leveraged lease facility and expiring throughout 2008. These swap agreements exchange the 
Company’s floating interest rate exposure on the lease payments under its $225 million leveraged lease facility 
for fixed rent payments. The Company will pay a weighted average fixed rate of 5.50% on $200 million of the 
$225 million facility rather than the one-month LIBOR rate plus 0.13%, which was 5.04% at January 29, 1999. 
The fair value of the interest rate swap agreements was ($8.9) million at January 29, 1999. 


At January 29, 1999, the Company and certain subsidiaries were committed for retail store, distribution center 
and administrative office space in the following fiscal years under non-cancelable operating lease agreements, 
including the leveraged lease facility, requiring minimum annual rental payments of (in millions): $104.6 in 1999; 
$90.5 in 2000; $68.7 in 2001; $50.2 in 2002; $36.6 in 2003 and $188.4 in later fiscal years. Most leases included 
renewal options for periods ranging from two to five years and provisions for contingent rentals based upon a 
percentage of defined sales volume. 


Rent expense under all operating leases was as follows: 


(In thousands) 1998 1997 1996 
Minimum rentals $101,235 $71,694 $57,054 
Contingent rentals 13,658 12,342 10,232 
Total rentals . $114,893 $84,036 $67,286 


The Company had $285.0 million in facilities at January 29, 1999, and $260.0 million at January 30, 1998, avail- 
able for the issuance of letters of credit. 


The Company was involved in litigation, investigations of a routine nature and various legal matters during 
1998 which are being defended and handled in the ordinary course of business. While the ultimate results of 
these matters cannot be determined or predicted, management believes that they will not have a material 
adverse affect on the Company's results of operations or financial position. 


7. EMPLOYEE BENEFITS: 

Through December 31, 1997, the Company had two noncontributory defined contribution retirement plans cov- 
ering substantially all full-time employees. Expense for these plans was approximately $4.9 million and $4.7 
million in 1997 and 1996, respectively. 


Effective January 1, 1998, the Company established a 401(k) savings and retirement plan that replaced the previ- 
ous defined contribution plans. The assets of the defined contribution plans were merged into the new 401(k) 
plan. All employees who have completed 12 months of service and reached age 21 are eligible to participate in 
the plan. Under the plan, employees can make contributions up to 15% of their annual compensation. Employee 
contributions, up to 6% of annual compensation, are matched by the Company at the rate of $0.50 on the dollar. 
The Company also contributes annually to the plan an amount equal to 2% of each employee's annual compen- 
sation. Expense for this plan was approximately $5.2 million in 1998, 


Effective January 1, 1998, the Company also established a supplemental retirement plan and compensation 
deferral plan for highly compensated employees. The supplemental retirement plan is a noncontributory 
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Notes 


defined contribution plan with annual Company contributions ranging from 2% to 12% of base pay plus bonus 
depending upon age plus years of service and salary level. Expense for this plan was approximately $0.4 mil- 
lion in 1998. Under the compensation deferral plan participants may defer up to 50% of base pay and 100% of 
bonus pay, reduced by any deferral to the 401(k) plan. 


_ 8. CAPITAL STOCK: 


The authorized capital stock of the Company consists of common stock and preferred stock. In June 1998, the 
Company increased the authorized shares of common stock to 500,000,000 shares and the authorized shares of 
preferred stock to 10,000,000 shares. 


On August 22, 1994, the Company exchanged 1,715,742 shares of Series A Convertible Junior Preferred Stock for 
the 8,578,710 shares of Dollar General common stock owned by C.T.S, Inc., a personal holding Company con- 
trolled by members of the Turner family, the founders of Dollar General. The Series A Convertible Junior 
Preferred Stock was authorized by the Board of Directors out of the authorized but unissued preferred stock 
approved by the Company's shareholders in 1992. The exchange, negotiated and recommended by a special 
committee of the Company's Board of Directors, came in response to a request from C.T.S, Inc. to consider a 
transaction to meet estate planning needs of the Turner family. The Series A Convertible Junior Preferred Stock 
is (a) convertible into common stock pursuant to the terms and conditions set forth in the Restated Articles of 
Incorporation and (b) is voted with the common stock on all matters presented to the holders of common stock. 
The Series A Convertible Junior Preferred Stock is convertible at the option of the holder. During the three years 
following August 22, 1996, the conversion ratio increases from 90% of the initial exchange ratio of five shares of 
common stock for each share of Series A Convertible Junior Preferred Stock converted (adjusted for all interven- 
ing stock splits or adjustments) to 100% of the initial exchange ratio (as adjusted). Additionally, the Series A 
Convertible Junior Preferred Stock is not transferable by the holders thereof, participates in dividends paid on 
common stock and is entitled to receive preferential payment in the event of liquidation. 


9. STOCK INCENTIVE PLANS: 
The Company has established stock incentive plans under which options to purchase common stock may be 
granted to executive officers, directors, key employees and non-employee directors. 


All options granted in 1998, 1997 and 1996, under the 1995 Employee Stock Incentive Plan, the 1993 Employee 
Stock Incentive Plan and the 1995 Outside Directors Stock Option Plan, were non-qualified stock options issued 
at a price equal to the fair market value of the Company's common stock on the date of grant. Non-qualified 
options granted under these plans have an expiration date of no later than ten years following the date of grant 
and have a vesting period of no less than one year. Although these plans provide for the issuance of incentive 
stock options, no such grants were made during the last three fiscal years. 


Under the plans, grants are made to key management employees ranging from executive officers to store man- 
agers and assistant store managers, as well as other employees as prescribed by the Company's Corporate 
Governance and Compensation Committee of the Board of Directors. The number of options granted and vest- 
ing schedules are directly linked to the employee's position within the Company, achievement of individual per- 
formance objectives and the Company's achievement of earnings per share goals. 


The plans also provide for annual grants to non-employee directors according to a defined formula. The num- 
ber of shares granted is tied to current director compensation levels and the market price of the stock. 


The Company applies APB Opinion No. 25, "Accounting for Stock Issued to Employees,” and related interpreta- 
tions in accounting for its plans. The exercise price of options awarded under these plans has been equal to the 
fair market value of the underlying common stock on the date of grant. Accordingly, no compensation expense 
has been recognized for its stock-based compensation plans. Had compensation cost for the Company's stock- 
based compensation plans been determined based on the fair value at the grant date for awards under these 
plans consistent with the methodology prescribed under SFAS No. 123, "Accounting for Stock-Based 
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Compensation," net income and earnings per share would have been reduced to the pro forma amounts indicat- 
ed in the following table. 








(Amounts in thousands except per share data) 1998 1997 1996 
Net income - as reported $ 182,033 $ 144,628 $ 115,100 
Net income - pro forma : $166,553 $ 138,262 $ 111,618 
Earnings per share - as reported 
Basic eS  - $ .80 $ 64 
Diluted $ 85 $ 67 $ DO 
Earnings per share - pro forma 
Basic $ 92 $ 7 $ 63 
Diluted $ .78 $ 65 $ 2 


Earnings per share have been adjusted to give retroactive effect to all common stock splits. 


The pro forma effects on net income for 1998, 1997 and 1996 are not representative of the pro forma effect on net 
income in future years because they do not take into consideration pro forma compensation expense related to 
grants made prior to 1996. The fair value of options granted during 1998, 1997 and 1996 is $12.11, $7.55, and 
$4.39, respectively. 


The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing 
model with the following assumptions: 


1998 1997 1996 
Expected dividend yield 0.7% 0.7% 0.7% 
Expected stock price volatility 48.0% 40.0% 40.0% 
Weighted average risk-free interest rate 5.59% 6.2% 6.0% 
Expected life of options (years) 3.0 3.0 3.0 


A summary of the balances and activity for all the Company's stock incentive plans for the last three Hiscal years 
is presented below: 


Shares Weighted Average 
Under Plans Exercise Price 
Balance, January 31, 1996 16,961,365 $6.65 
Granted 6,034,906 10.95 
Exercised (3,459,760) 5.64 
Canceled (1,623,648) 7.29 
Balance, January 31, 1997 17,912,863 7.04 
Granted 4,011,523 18.39 
Exercised (4,813,650) 6.38 
Canceled (1,059,499) 10.02 
Balance, January 30, 1998 16,051,237 10.39 
Granted 3,952,535 24.62 
Exercised (3,658,858) 8.27 
Canceled (1,206,892) 16.59 
Balance, January 29, 1999 15,138,022 $14.20 
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The following table summarizes information about stock options outstanding at January 29, 1999: 








Options Outstanding Options Exercisable 
, : Weighted 
Range of Number Weighted Average © Weighted Average Number Exercise 
Exercise Prices Outstandin Contractual Life Exercise Price Exercisable Price 
$ 0.00 - $ 7.00 2,888,110 3.9 $ 3.84 1,765,653 $ 3.60 
$ 7.01 - $20.00 7 ,443,847- 7.2 11.91 6,735,187 11.92 
$20.01 - $31.00 4,806,065 9.1 23.99 987,473 21.73 
15,138,022 72 $ 14.20 9,488,313 $ 11:39 


At January 29, 1999, there were 59,229,040 shares available for granting of stock options under the Company's 
stock option plans. ; 


10. SEGMENT REPORTING 


The Company manages its business on the basis of one reportable segment. See Note 1 for a brief description of 


the Company’s business. As of January 29, 1999, all of the Company’s operations are located within the United 
States. The following data is presented in accordance with SFAS No. 131 which the Company has retroactively 
adopted for all periods presented. 


1998 1997 1996 
Classes of similar products: 
Net Sales: 
Hardlines $2,627,304 $2,149,528 $1,596,660 
Softlines _ 593,685 477,797 537,738 


$3,220,989 $2,627,325 $2,134,398 


11. QUARTERLY FINANCIAL DATA (UNAUDITED): 

The following is selected unaudited quarterly financial data for the fiscal years ended January 29, 1999, and 
January 30, 1998. Amounts are in thousands except per share data. Per share data has been adjusted for all 
common stock splits. 


Quarter First Second Third Fourth 
1998: 
Net sales $ 705,260 $ 741,355 $781,389 $992,985 
Gross profit : 190,332 205,481 224,734 285,330 
Net income 30,404 33,288 40,338 78,003 
Diluted earnings 

per share 5 0.34 S O35 $ 0.19 $ 0.36 
1997: 
Net sales $520,014 $ 596,820 $649,400 $861,091 
Gross profit 141,855 160,156 183,784 256,340 
Net income 19,294 26,716 33,618 65,000 
Diluted earnings 

per share $ 0.09 §$ 0.12 S$ 0.16 $ 0.30 
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Corporate Information 


ABOUT THE COMPANY 

Dollar General Corporation operates general merchandise stores which feature quality merchandise at everyday 
low prices and serve low-, middle-, and fixed-income families. All of the Company’s stores are located in the 
United States, predominantly in small towns in 24 midwestern and southeastern states. 


ANNUAL MEETING 

Dollar General Corporation’s annual meeting of shareholders is scheduled for 10:00 a.m. CDT on Monday, June 
7, 1999, at the Goodlettsville City Hall Auditorium in Goodlettsville, JETDERBEE: Shareholders of record as of 
April 12, 1999 are entitled to vote at the meeting. 


10-K REPORT/SALES INFORMATION 

A copy of Dollar General Corporation’s Annual Report on Form 10-K, filed with the Securities and Exchange 
Commission, is available to shareholders without charge. Requests should be directed to Dollar General 
Corporation, Investor Relations, 104 Woodmont Boulevard, Suite 500, Nashville, Tennessee 37205. For weekly 
sales information, call 615-783-2117. Dollar General’s web site address is www.dollargeneral.com. 


NYSE: DG 
The common stock of Dollar General Corporation is traded on the New York Stock Exchange, trading symbol 
“DG.” The approximate number of shareholders of record of the Company's common stock as of April 12, 1999, 


was 5,321. 
EXECUTIVE OFFICES TRANSFER AGENT 
Dollar General Corporation Registrar and Transfer Company 
104 Woodmont Boulevard, Suite 500 P. O. Box 1010 
Nashville, Tennessee 37205 10 Commerce Drive 
(615) 783-2000 Cranford, New Jersey 07016 
| (908) 272-8511 or (800) 866-1340 | 
INDEPENDENT ACCOUNTANTS Inquiries regarding stock transfers, 
Deloitte & Touche LLP 3 lost certificates or address changes 
Nashville, Tennessee should be directed to the transfer 


agent listed above. 


DIVIDENDS AND STOCK PRICES BY QUARTER 

The Company's common stock is traded on the New York Stock Exchange under the symbol "DG." The 
following table sets forth the range of the high and low sale prices of the Company's common stock during each 
quarter in the two most recent fiscal years as reported on the New York Stock Exchange. Prices have been 
restated to reflect all common stock splits. 


1998 First Second | Third Fourth © 
High $32.10 $37.80 $32.95 $26.88 
Low 23.36 29.40 20.00 22.00 
Dividend as declared .04 03 .03 .03 
Dividend as adjusted | .03 03 03 .03 
1997 First Second Third Fourth 
High $18.10 $23.70 $24.60 $25.60 
Low 13.40 14.80 18.40 19.60 
Dividend as declared 05 04 04 04 


Dividend as adjusted .03 .03 03 .03 
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Directors and Officers 


DIRECTORS 

Back, left to right: 

Reginald D. Dickson, 
Chairman-Buford, Dickson, 
Harper and Sparrow, Inc. 
James L. Clayton, 
Chairman and CEO- 
Clayton Homes, Inc. 

John B. Holland,” 

Retired President and COO- 
Fruit of the Loom, Inc. 
David M. Wilds,‘? 

General Partner-1lst Avenue 
Partners, L.P. and President- 
Nelson Capital Partners III, L.P. 
William S. Wire, IL‘? 
Retired Chairman- 

Genesco, Inc. 

Dennis C. Bottorff,‘” 
Chairman and CEO- 

First American Corporation 





Front, left to right: 
Cal Turner, Jr., 


(1) Audit Committee Member Chairman, President and CEO 
) Corporate Governance and Compensation Committee Member Cal Turner, 
(*) Committee Chairman Founder 


Barbara M. Knuckles,‘ 
Director of Corporate and 
External Relations-North 
Central College 


CORPORATE OFFICERS 

Cal Turner, Jr. Chairman, President and Chief Executive Officer 

Brian Burr Executive Vice President, Chief Financial Officer 

Bob Carpenter Executive Vice President, Chief Administrative Officer 

Mike Ennis Senior Vice President, Company Growth and Development 

Troy Fellers Vice President, Distribution 

Tom Hartshorn Vice President, Merchandising Operations 

Holger Jensen Vice President, Information Services 

Susan Milana Vice President, Human Resources and Employee Support Services 


Stonie O’Briant Senior Vice President, Merchandising 
Randy Sanderson Vice President, Controller 


Jeff Sims Vice President, Distribution and Logistics 

Leigh Stelmach Executive Vice President, Operations 

Bob Warner Vice President, General Merchandising Manager 
Earl Weissert Executive Vice President, Operations 
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Distribution Center 
Fulton, Missouri 
(scheduled to open 2nd quarter 1999) 


Distribution Center 
Ardmore, Oklahoma 











Market Area 


Distribution Center 
Indianola, Mississippi 


Administrative Offices 
Distribution Center 
Scottsville, Kentucky 


Executive Offices 
Nashville, Tennessee 





Distribution Center 
South Boston, Virginia 


New Store Distribution Center 
Villa Rica, Georgia 


Distribution Center 
Homerville, Georgia 


Distribution Center 
Alachua, Florida 
(scheduled to open in 2000) 


Numbers indicate total number of stores per state as of December 31, 1968, and January 29, 1999. 


Alabama 
Arkansas 
Delaware 
Florida 
Georgia 
Illinois 
Indiana 
lowa 
Kansas 
Kentucky 
Louisiana 
Maryland 


1968 


“ow oes 
cotuauNhaona 


101 


1998 
163 
132 

11 
211 
179 
185 
184 

73 

85 
183 
128 

40 


Mississippi 


Missouri 
Nebraska 


North Carolina 


Ohio > 
Oklahoma 


Pennsylvania 
South Carolina 


Tennessee 
Texas 
Virginia 


West Virginia 
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1968 


15 


NY BD © W 


16 


105 
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1998 
181 
108 

25 
174 
187. 
170 
146 
116 
239 
504 
178 
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